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The cafeteria system in Hungary: past, present and future 
JÓZSEF POÓR – KATALIN ÓHEGYI 
 
Cafeteria is a unique form of flexible benefits systems which emerged as a consequence of 
particular regulations of tax- and social security contributions in Hungary. The system was 
invented when tax reliefs were provided for certain benefit provisions to serve economic and 
social goals. From the beginning of next year significant changes are expected to take effect 
related to the taxation of benefits. This will require employers and benefit providers to adjust 
their strategy and update their policies. The coming change prompted the analysis of the 
evolution of the cafeteria system from 1996 until today, especially the drivers of the key 
changes and the facts how the key players (employers and providers) adapted to the changes. 
We also look into the expected direction next year and its impact on the benefit policies of 
employers, and also offer some alternatives to consider as a response to the challenges of the 
changing environment. 
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1. Introduction 
Cafeteria systems appeared in Hungary in the 90’s and since then they became widespread, 
the majority of the employers offers them as part of their compensation package. 
It is important to the employers that the cafeteria system contributes to the 
competitiveness of the compensation package, thus increasing the commitment and 
satisfaction of their employees. Another important factor is the cost effectiveness of the 
system versus other compensation elements, such as cash compensation. Therefore, 
employers keep adopting their packages to optimize to the regulatory environment at any 
given time. 
Despite all efforts on designing and communicating total compensation packages, 
Hungarian employees still focus on cash compensation, especially on the guaranteed 
elements. However, the cafeteria systems are popular, the limited usage and the time 
constraint of use still makes people focus on cash. 
The government also influences the preference of benefit provisions through tax- and 
social security regulations in order to support macroeconomic and social purposes, changing 
the regulations each year. In 2012 further changes are expected to transform the cafeteria 
system. 
Despite the taxes and the constant changes it could be still feasible to maintain the 
cafeteria system for employers as long as they can optimize the prevalence of HR goals and 
cost effectiveness in the ever changing environment. 
In this study we look back to the history of cafeteria system in Hungary from the early 
1990’s until today. We also introduce a recent research on how employers provide cafeteria 
benefits in Hungary today and how they perceive the future of cafeteria. Finally, we look into 
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Flexible plans were adopted early in the privatisation era in the 90’s, not only by 
international companies, but large state-owned employers also introduced such benefit 
packages. Gradually cafeteria benefits were widely spread in Hungary. 
Several variations came into practice. Most companies kept a fixed provision, i.e. 
provided the same fixed benefit elements to the same employee groups. Others defined a 
range of core benefits and provided flex choice to the larger part of the allowance, or gave a 
fully flexible allowance to employees. 
3. The research 
3.1. Background 
The Management and HR Research Centre at Szent István University and Larskol Consultants 
carried out a research where they looked into the effect of the economic crisis and the changes 
in tax and social security regulations on the cafeteria policies of the employers. 
Participation in the research was voluntary and free of charge, and data were handled 
with appropriate confidentiality and security. The technique of the data collection was web-
survey. 
The research is based on a questionnaire with 10 sections: 
 
− basic data of the participating firm, 
− the descriptive features of the firm, 
− the benefit systems applied at the firm, 
− guaranteed benefits, 
− flexible benefits, 
− considerations related to operating the cafeteria systems, 
− cafeteria allowances, 
− cafeteria systems after the changed tax environment in 2011, 
− willingness to implement a flexible system where it is not available, 
− future of the benefits in kind. 
 
In the study the conclusions were based on descriptive statistical features such as 
averages, frequencies and distributions. 
Out of the 221 completed questionnaires, there were 176 validated. The research was 
benchmark type, which intends to provide basis for comparison for future research. In 
addition, it intended to get a snapshot on how companies perceive the role of benefits in the 
current environment. 
Although the sample is not fully representing the Hungarian employers, the list of the 
participants includes some major or leading organizations, and also a variety of sectors and 
sizes are represented, therefore, the results illustrate the tendencies in benefits policies. 
3.2. Key findings 
In this section we introduce the most important findings from the detailed analysis of the data. 
92% of the respondents offer some kind of benefits outside the wages. However, only 
57% of them provide the possibility of flexible choice to their employees, either with a core + 
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preferential taxes. 21% of the respondents argued that the cost advantages of cafeteria benefits 
diminished over time and it is less appealing for them to provide it. The latter view is more 
typical among the small and medium-sized companies which pay less attention to the 
potential advantages of providing cafeteria plan. 
In 2012 significant changes are expected to the range and the use of benefits with 
preferential taxation. Although at the date of writing this article the tax laws for next year are 
not yet known, we anticipated the government’s intentions based on a ministry proposal and a 
related draft governmental resolution  (National Ministry of Economic Affairs 2011). The key 
theme of the proposal is to align the tax preferences with the macroeconomic policies: to 
drive consumption in specific sectors (e.g. tourism), to support social purposes, and to 
incentivise self-provision (e.g. pension and health care savings). 
It is also expected that the total provision as well as the provision of the individual 
elements with preferential taxation will be limited to a specific amount. 
The so called Széchenyi card (SZÉP card) is proposed to be linked to 3 different 
accounts: one will be the same as the current provision. Most likely there will be a meal 
account, as well as a recreational account. In parallel with these changes there is an intention 
to scale out the vouchers from the system, although this may take several years, as the 
infrastructure for the card usage need to be expanded countrywide. Therefore, we anticipate 
that the vouchers will remain in place for some period of time in parallel with the SZÉP card. 
However, based on the proposal, it is expected that in the longer term the state would like to 
take more control of issuing vouchers or cards representing preferential benefits. 
To Incentivise self-provisioning, especially on the area of health care and pensions it is 
a declared governmental objective. Therefore, the voluntary health funds and voluntary 
pension funds will remain in the preferential tax category. There are overlapping services 
between the SZÉP card and the voluntary health fund. It is recommended for consideration to 
separate the usage of these two benefits, i.e. the recreational part will be taken over by the 
SZÉP card, and the voluntary health funds may be used only for medical products and 
services. 
The local travel passes will remain in the preferential tax rate. This serves not only 
social purposes, but also aims to increase the mobility of the workforce. It is also likely that 
there will be no change related to the “back to school” voucher, and the sport entry tickets 
will remain tax-free up to a limited amount. 
The internet usage will not only lose its preferential status, but it is also likely that it no 
longer will be qualified as “benefit in kind” for tax purposes, i.e. from taxation point of view 
it will be equivalent to cash compensation. 
An important element for the employers is the cost containment. Organisations control 
the total compensation costs within which cafeteria is only one segment. However, it is easier 
to change it than the salaries, which are guaranteed. Therefore, under governmental pressure 
on employers to compensate the disadvantages of the tax changes through wage increases, in 
certain employee groups it could lead to reduction of other compensation elements which are 
above the statutory requirements, such as variable pay or benefits. The reaction to the 
complex tax regulation changes and its impact on benefits need to be researched once 
companies re-assessed their strategy in light of all the changes. 
Administration costs are other factors to be considered. If the admin burdens require too 
much effort and costs (e.g. re-configuration of systems, training of benefit admin staff, re-
negotiation or conclusion of new supplier contracts, etc.) this could work against the flexible 
systems. If the administration could be simplified, it could incentivise more employers to 
consider the implementation of the flexible choice. 
 394
5. Conclusions 
Cafeteria benefits are attractive elements of the reward packages. The flexible choice is 
valued by the employees. The growth of cafeteria systems in Hungary is continuous since the 
90’, especially due to the influence of international firms, as well as due to tax advantages. 
Cost efficiency is one of the most important criteria employers consider when 
implementing or reconfiguring their flexible benefit system. Therefore, elements with 
preferred tax rates prevail. The government expresses its influence on the preferred elements 
through preferential tax rates for certain elements. In the past years the gap between the 
preferential and non-preferential tax rates on benefits narrowed, however, there is still 
tangible difference which makes it feasible for companies to continue the provision of the 
benefits in the future. However, the regulatory environment goes through a variety of changes 
in the area of tax, social security, labour law, etc., which requires companies to review their 
practices through an integrated approach. 
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